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Applying the Principle of Equity to Aid Allocation 
Using the Synthetic Control Method
: Case Studies of Myanmar and Nepal
Young In Kim
Graduate School of Public Administration
Master of Public Policy
Seoul National University
This paper will discuss key related concepts of equity and 
suggest how equity-based needs assessment can be and should be 
formally incorporated into aid policies of South Korea. Specifically, 
the empirical analysis will be conducted to address the following 
research questions: does the current distribution of development aid 
satisfy the equity standard? If not, what kind of factors could prevent 
recipient countries from receiving the “equitable” share of the aid? In 
this paper, the two types of aggregate-level incidents—economic 
sanctions and civil wars. As such, countries for the case studies in 
this paper will be drawn from a pool of Korea’s “Priority Recipient 
Countries” in Asia. Specifically, the effects of Myanmar’s economic 
sanctions and Nepal’s civil war on each country’s net ODA will be 
analyzed, using the synthetic control method. Overall, based on 
theoretical discussions about equity and suggestions for how to build 
equity standards into ODA policy-making process, I will provide more 
specific estimation process for South Korea’s ODA appropriation. 
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<Graph 1> Korea's official development assistance, 2006-2015
I. Introduction
1.1. South Korea as a Donor Country 
An aid recipient less than two decades ago, Korea is now a 
growing influence in the field of international development as a 
donor. Korea has trebled its official development assistance (ODA) to 
USD 1,325 million per year, or 0.12% of its gross national income 
over the past five years and is committed to further doubling it by 
2015, as shown in the graph below. In this regard, the OECD’s first 
Review of the Development Co-operation Policies and Programmes of 
Korea emphasized that the government should strategically manage 
such steep increase “carefully” (OECD, 2012).
 
        
                           (OECD DAC Peer Review Report, 2012)
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Priority Partner Countries in Asia
1 Vietnam 7 Laos
2 Cambodia 8 Indonesia
3 Bangladesh 9 Myanmar
4 Philippines 10 Nepal
5 Sri Lanka 11 Pakistan
6 Mongolia
<Table 1>
More importantly, over the last five years Korea has been 
increasing its aid to the least developed countries (LDCs), low-income 
countries (LICs), and heavily indebted poor countries (HIPCs). Indeed, 
Korean government has designated twenty-six countries including those 
belonging to aforementioned categories as “strategic partner countries”. 
Out of twenty-six, eleven countries are located in Asia and about 
50% of aid will be distributed with priority to ASEAN (Association 
of Southeast Asian Nations) members, assuming greater strategic 
importance in terms of allocating its aid resources.
1.2. Case Selection 
Among those eleven countries, Myanmar and Nepal have been 
chosen for case studies for the following reasons. First of all, 
Myanmar was selected because it experienced full-fledged economic 
sanctions in the recent decades between late 1990s and 2000s. In this 
paper, economic sanctions have been used as an indicator that a 
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country with an experience of economic sanctions has been prevented 
from receiving the “equitable” share of aid—that is, the aid volume 
that the country would have received were it not for the sanctions―
and thus requires more precise needs assessment through analytical 
tools like the synthetic control method. 
As such, Laos, Indonesia, Cambodia, Bangladesh, Philippines, 
Nepal, Pakistan, and Mongolia were not selected as a country for 
case studies, since they have not experienced “full-fledged” economic 
sanctions in which case the official government of a whole country is 
targeted for the sanctions, whereas in other types of sanctions 
program, only specified individuals or groups are being designated as 
its target. In addition, sanctions against Pakistan were limited to an 
arms and military embargo, triggered by nuclear issue in the late 
1990s. 
The United States also imposed a trade embargo on the newly 
unified Vietnam immediately after the fall of Saigon in 1975 and the 
embargo remained intact until 1992 but again, it was limited to 
banning commercial sales to Vietnam; Also, even throughout the 
embargo period, due to the issue of American servicemen missing in 
Vietnam, the diplomatic relationship between the two countries could 
not be completely disengaged. For example, in 1988, the U.S. and 
Vietnam conducted their first joint field operations to search for 
information about US MIAs (Missing In Action) of the Vietnam War 
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during 1961–1965 period. Also, in 1991, Washington decided to open 
an office in Hanoi to help search for MIAs. At that time, the United 
States also presented “a roadmap for phased normalization of 
relations” (Weiner, 2007). 
Secondly, Nepal was selected since it was the only country 
which experienced a “relatively” sustained/consistent civil war during 
the recent decades, 1990s-2000s. Here, a civil war serves as another 
indicator that a country with an experience of such internal conflict 
would have been prevented from receiving the “equitable” share of 
aid—that is, the aid volume that the country would have received 
were it not for the civil war―and thus needs more precise needs 
assessment via the aforementioned methodologies such as the synthetic 
control method. Sri Lanka also experienced 26-year long internal 
conflict beginning in 1983, but it can be characterized as highly 
intermittent and checkered. The Government of Sri Lanka was pitted 
against the Liberation Tigers of Tamil Eelam (the LTTE), an 
independent militant organization which fought to establish its own 
“Tamil” state in the north and the east of the island. Yet, the 
country’s internal struggle was periodically marked by attempts at 
peace talks and cease-fire agreements over nearly three decades. 
Pakistan also went through the war in North-West Pakistan 
between the State of Pakistan and armed militant groups such as the 
Tehrik-i-Taliban Pakistan (TTP), al-Qaeda, and the Islamic State of 
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Iraq but such armed conflicts sparked by these terrorist organizations 
barely remained domestic and increasingly turned into international 
affair. Plus, later in the conflict, Pakistan had joined the US-led War 
on Terror, so it is quite difficult to consider this war in North-West 
Pakistan as a clear case of internal conflict. 
Lastly, there were massive killings in Indonesia in 1965-1966, 
which almost pushed the country to the verge of civil war. Yet, not 
only it did not happen in recent decades and lasted only for several 
months, but also it consequently did not develop into full-fledged civil 
war. 
1.3. Current Standards of Aid Allocation 
In general, most of the discussion in international aid is 
dominated by “aid effectiveness”. Indeed, out of five criteria for aid 
policy arrangements, DAC members are recommended to consider 
“efficiency” and “effectiveness”, yet there is no mentioning about 
“equity”. Perhaps, “relevance”, which is also one of the standards for 
ODA assessment, can be interpreted as “adequacy” which, in turn, 
can be coupled with equity (Burch, 1998). Nonetheless, it is hard to 
deny the fact that equity among aid recipients are not explicitly 
mentioned in the DAC’s standards, which are widely adopted and 
followed by donor countries.
Similarly, a set of guidelines for drafting the Country 
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Partnership Strategy (CPS) has been proposed to establish both the 
direction and scope of South Korea’s development assistance to those 
developing, impoverished countries. In those guidelines, however, the 
government barely discusses the issue of equity among developing 
countries. Rather, aid effectiveness and efficiency are very often the 
main standards for determining the size of aid to the aforementioned 
eleven countries. In this respect, this paper will argue that South 
Korea’s aid policies should factor equity into their policy-making 
process—more specifically, when determining the size of ODA. 
On the other hand, in the arena of social welfare and welfare 
economics, this issue of how to strike a proper balance between 
equity and efficiency has been at the heart of government’s 
policy-making and assessment. In this regard, this paper will discuss 
key related concepts of equity and ultimately suggest how the second 
principle of equity can be and should be formally integrated into aid 
policies of South Korea. 
In doing so, the cases of the two countries which had been 
deterred from getting as much aid as they need during certain time 
period due to aforementioned political-historical incidents−sanctions 
and civil war−will be analyzed to obtain the estimates of the aid 
“foregone” by using the synthetic control method. Once we get the 
estimates, we will analyze how to consider such losses and remedy 
them based on the principle of equity when appropriating aid budget 
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for corresponding countries, Myanmar and Nepal. 
More specifically, the following literature review section will 
discuss the second principle of equity more in depth and show how 
its underlying core concept can be―and should be―applied to aid 
policy-making framework. 
II. Literature Review
2.1. The Principle of Equity and Needs Assessment 
Before we delve into the principle of equity, it is necessary to 
briefly examine the related concepts that are often discussed together 
in welfare economics: efficiency and equality in relation to equity. 
In economic term, efficiency pertains to the optimal production 
and allocation of resources given existing factors of production.1) In 
welfare economics, efficiency or effectiveness also factors in as 
“redistribution strategies”. For example, those who are below the 
average income level but above absolute poverty line―that is, the 
level of income or other financial resources with which one’s basic 
needs can be fulfilled―are distributed with public benefits based on 
their rate of participation in government-sponsored job training 
programs and getting back into the job market. In other words, 
welfare system provides such “performance-based” assistance in order 
1) There are different types of efficiency, but I will not delve into explaining each 
type in details given the purpose of this paper. 
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to efficiently allocate the government’s resources, as it will be more 
efficient if those who could work (but eg. temporarily out of work) 
get the assistance. 
Equity, on the other hand, is concerned with in what way or 
to whom resources are distributed throughout society. There are 
different types of equity and principles regarding the concept. 
Specifically, vertical equity is concerned with the relative income and 
welfare of the whole population. For instance, the principle of relative 
poverty is concerned with the fact certain segment of population in 
the society lives on less than, say, 50% of average income. Vertical 
equity may imply higher tax rates for high income earners. 
Meanwhile,  horizontal equity is treating everyone in same situation 
the same and implies that those with identical income level should 
pay the same level of tax.
Now, let’s take a look at equality concept. The key question 
that distinguishes the principle of vertical equality from that of 
horizontal equality is “compared to what or whom”? Horizontal 
equality compares only within “peer subgroups” that have similar 
needs or circumstances. For example, wage-based Social Security 
system is based on horizontal equality since one gets the same as 
everyone who made the same contributions but it cannot be regarded 
as vertical equality since one gets more than lower-wage workers. In 
this respect, equity (which is the subject of the next section and the 
- 9 -
concept most critical to this paper) closely corresponds to a horizontal 
equality concept. 
Most importantly, the second principle of equity, needs-based 
approach, is critical to this paper’s primary objective—needs 
assessment of aid in lowest-income countries. Before delving into the 
second principle, however, consider how the needs can be the basis 
of the equity. Some, for example, view that an equitable share is 
proportional to what one deserves (Livermore, 1998). 
Regarding this definition, however, a tough question remain as to how 
we can define the concept of “deserving” and thus measures one’s 
“comparable worth”.2) However, it is important to understand that this 
concept does not mean one has to “earn” for it, especially according 
to the second principle of equity. To quote the commentary on this 
principle of equity by Jones (2009):
This [second principle of equity] means distribution of 
necessary goods on the basis of people’s need, that is, 
proportional to the extent that they are missing them and nothing 
else. These are not things that should be ‘earned’ or ‘deserved’ 
through hard work, and lacking them can be seen as an outcome 
that is so bad that nobody deserves or merits it. 
Basically, the second principle of equity posits that assistance 
2) Indeed, the comparable worth is actually an equity/horizontal equality 
approach that has been originally developed in response to patterns of 
disparity in payments between male-dominant and female-dominant 
occupations. 
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should be provided as much as needs exist among most impoverished 
and marginalized individuals or groups—in the context of ODA, such 
people or groups can be regarded as the least developed countries 
(LDCs) or lowest-income countries. 
Therefore, if we were to distribute ODA according to the 
second principle of equity, accurate needs assessment assumes great 
importance. Admittedly, each country will have different 
socio-economic, historical or cultural factors and conditions that have 
shaped its needs, so the assessment is bound to be difficult. Indeed, 
assessing such “additional” needs or damages might entail considerable 
administrative costs (e.g. conducting research to identify more needy 
countries due to experiencing specific barriers in receiving aid); Jones 
(2009) and Livermore (1998) also recognized the difficulty of 
diagnosing needs, especially if the task has to be done at a 
country-level. Thus, obviously, we cannot perfectly capture or 
diagnose the needs of each country; furthermore, even in the current 
aid distribution system, donors already consider certain macroeconomic 
and political conditions when they give out their aid. 
Yet, more systematic and effective assessment is necessary in 
order to provide “equitable” share of ODA for the least developed 
countries. In this respect, synthetic control method, an analytical 
model that will be used in this paper, provides a cost- and 
time-effective tool to conduct customized needs assessment, as well as 
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the impact evaluation of economic sanctions and civil war on the 
amount of net ODA received by those countries.    
All in all, this paper will examine how we could effectively, 
though not perfectly, carry out needs assessment and provide the aid 
volume corresponding to those needs of each recipient country as 
closely as possible if we were to incorporate the standard of equity in 
aid allocation. Moreover, based on the second equity principle, 
sanctions or civil war can serve as indicators that it is necessary to 
conduct needs assessment with analytical tools like the synthetic 
control method for recipient countries which have experienced 
sanctions or civil wars.
In general, the issue of equity in international aid is discussed 
more in terms of distribution within the recipient country rather than 
among or across recipient countries with different socio-economic 
situations. However, as Jones (2009) suggested, the equity among 
those developing countries can be a relevant and important issue as 
well. More specifically, when determining the aid volume, the idea of 
equity should be implemented under the principle that the aid 
designed to help recipients fulfill their basic needs such as food, 
housing, and health should be provided as much as those needs exist 
in recipient countries. 
Thus, from equity perspective, aforementioned indicators such 
as the presence of economic sanctions or civil wars should be given 
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a particular attention, since those historical-political events have 
hindered the recipients from getting the “equitable” amount of aid that 
should have been given to satisfy their basic development needs. By 
integrating the principle of equity, we have to remedy such disparity 
by adjusting the size of ODA based on their true needs. In this 
respect, the following case of sanctions in Myanmar and that of civil 
war in Nepal will briefly discuss the history of each intervention and 
move on to conduct an empirical analysis of those two case studies 
by using the recently developed synthetic control method. Specifically, 
I will assess how much of aid has been foregone due to sanctions by 
constructing a control unit from a pool of countries with similar 
political-economic characteristics.
Another related issue that has to be discussed is whether 
ODA is effective to poverty reduction as it contributes to the 
country’s economic development. It should be made clear, however, 
that we are not discussing the degree of aid effectiveness as a 
standard for determining the amount of ODA.
In other words, the purpose of bringing up this issue here is 
not to compare the level of aid effectiveness of one recipient country 
to another; rather, I intend to simply ensure that official development 
assistance does have an “positive” impact on economic growth of 
developing countries, but again I would not be concerned with the 
magnitude of such effect varies by country or time period. That being 
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said, the following part will survey the existing literature on the 
positive impact of ODA. Ultimately, I will argue that given such 
positive influence of ODA on a recipient country’s economic 
development, the equity-based proposition that aid “foregone” due to 
sanctions or civil wars should be compensated by considering it in 
subsequent aid allocation.   
The impact of aid on poor countries’ overall economies has 
been at the heart of debates associated with foreign aid. Generally 
speaking, whether ODA can help developing countries stimulate higher 
levels of economic growth or achieve macroeconomic stability depends 
on various factors―which tend to enhance or limit the aggregate 
impact of aid (Riddell, 2007). Furthermore, it takes time for aid to 
take an effect and more importantly, to be able to assess such impact. 
Given these constraints, the range of discussion with regard to 
the purpose of this paper will focus on examining the correlation 
between the economic growth/development and ODA in two specific 
countries of our case studies, Myanmar and Nepal. More specifically, 
for this simple “check”,  major macroeconomic indicator such as GDP 
per capita will be used to see whether the aid has a positive or 
negative impact on each country’s economic development during the 
pre-treatment period, respectively. 
First of all, we will take a look at the case of Myanmar. The 
following graph shows a quite strong positive association between 
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GDP per capita and ODA per capita in current USD during 
1970-2003, with correlation coefficient of approximately 0.8.          
                           <Graph 2>                     
Next is to check the positive effect of ODA on Nepal’s 
economy. As in the case in Myanmar, the following graph shows a 
significant correlation between the level of GDP per capita and ODA 
per capita in current USD during 1970-2005, with a correlation 
coefficient of about 0.74. 
<Graph 3>
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Thus, we have seen that ODA does have an positive impact 
on developing countries’ economy by varying degrees, obviously. But 
as I said earlier, that is not in our interest; actually comparing the 
aid effectiveness among countries would defeat the whole purpose of 
this paper, which is to consider equity, not just effectiveness, among 
developing countries.  
2.2. Economic Sanctions: Myanamr 
      Since the end of the Cold War, economic sanctions have been 
used as a diplomatic instrument of US or other major international 
authorities such as United Nations. The assessment of their effects 
mostly remain controversial (Lopez et al.,).
By the early 2000s, a majority of the Western countries had 
joined the US drive to impose severe economic sanctions against 
Myanmar’s military regime. In particular, despite some concerns about 
isolating Myanmar from the international economy, the United States went 
for a long-term sanction program, starting with its trade embargo in 1997 
and subsequently launching a full-fledged sanction program during 
2003-2004, which prohibited most of the investment and trade activities in 
order to deter Myanmar’s ruling junta from committing political repression 
against its opponents. 
Not all of the target countries experience economic sanctions at 
national-level. For example, the U.S. Department of the Treasury targets 
- 16 -
specific personnel and groups in countries including Balkans, Congo 
(Democratic Republic), Iraq, Liberia, Sudan and Zimbabwe; specifically, 
they are forbidden from doing business with U.S. nationals and 
organizations, vice versa. 
In these cases, the sanctions are implemented against political 
groups or organizations that promote terrorism or human rights violation, 
instead of the country's official government as a whole. 
A few years after the U.S. sanction program had been 
implemented, most international development agencies also followed the 
suit, suspending their operations and pulling out of Myanmar’s major 
cities. 
     Such intervention by the Western democratic countries continued 
until 2010, when the new political leader, Thein Sein, came into 
power and implemented a series of economic reforms— although 
considered somewhat limited in its scope. Overall, although the goal 
of sanctions by the Western countries was to sabotage totalitarian 
military regime, but the burden of cutting out any transactions or 
capital flows fell upon the shoulders of  Myanmar’s people; they 
lacked economic sources to fulfill their daily, basic needs. 
The following is a timeline of sanctions on Myanmar during 
2004-2010: 
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April 2004 – Due to the political oppression in Myanmar, EU extends 
travel sanctions and asset freeze. Non-humanitarian aid and high level 
bilateral visits remain suspended. 
May 2004 – The opposition party refuses to participate in convention to 
write a new Burmese constitution while its leaders are under house arrest; 
Convention is suspended indefinitely by the military junta in July 2004. 
July 2004 President Bush signs legislation that extends the import ban on 
Burma for another year. 
Oct 2004 - Prime Minister Khin Nyunt is ousted and replaced by a 
hardliner, Lieutenant General Soe Win. 
Oct 2004 - EU Council expands the travel ban and prohibits granting of 
financial loans or credit to Burmese state-owned enterprises. EU also bans 
new investments in state-owned enterprises 
Nov 2004 - Opposition groups claim Burmese junta extended Suu Kyi’s 
house arrest for another year. 
Apr 2005 - EU extends restrictive measures for another year. 
Apr 2006 - EU Council extends restrictive measures against Burma. 
May 2006 Military junta extends Aung San Suu Kyi’s house arrest by 
another year. 
Aug 2006 - President Bush signs legislation extending the 2003 Burmese 
Freedom and Democracy Act three more years. 
Jul 2007 – EU threatens to impose a full embargo on Myanmar. 
Sep 2007 – US imposes new sanctions against the ruling military junta in 
Myanmar.
2008 – US broadens the scope of Myanmar sanctions; Bush 
administration froze the assets of state-owned companies in Myanmar 
supporting the military junta, which oppresses pro-democracy dissidents.
2009 – UK threatens to impose new sanctions on Myanmar
 <Table 2> Timeline of Myanmar Sanctions
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1994 - The Communist Party of Nepal (Maoist) is founded by Pushpa 
Kamal Dahal, known by his nom de guerre, Prachanda.
Feb 1996 - Maoists, who oppose the Himalayan country's constitutional 
monarchy, launch a "people's war" to establish a single-party communist 
republic.
1996-2000 - The Maoist launch a low-intensity insurgency and target ill 
trained and poorly armed police of the government. 
2001-2005 - The Maoists turns the conflict into a full-scale guerrilla war 
by attacking army. Their attacks begin to target district capitals. 
Feb 2005 - King Gyanendra assumes absolute power, swearing to 
exterminate the Maoists.
 
Sept 2005 - Maoist rebels pronounce a unilateral ceasefire but royalist 
government turns it down.
Nov 2005 - Maoists form an alliance with the seven main political parties 
to end royal rule.
April 2006 - King Gyanendra gives up absolute power after widespread 
protests. 
June 2006 - New government agrees with Maoists to dissolve parliament 
and form interim administration that includes rebels.
Nov 2006 - Prime Minister Koirala and rebel chief Prachanda sign a peace 
deal, ending a civil war that killed more than 13,000 people.
<Table 3>
2.3. Civil War: Nepal 
The Nepali Civil war, also referred as “the People’s War” by 
the Maoists, started in 1996, when the Communist Party of Nepal 
(Maoist) (CPN (Maoist)), after being exempted from participation in a 
national election, rebelled against the government. 
The following is a brief timeline of the conflict between the 
Government of Nepal and CPN (Maoist): 
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In 2006, the establishment of the Comprehensive Peace 
Accord (CPA) by the two parties put an end to a internal conflict 
that left more than 13,000 people dead and 1,300 missing.3) 
Historically, Nepal had been ruled by royal dynasties until the 
early 1990s when several political parties emerged to launch a 
pro-democracy movement, the Jana Andolan (People’s Movement). In 
1991, after a period of political turbulence, multi-party democracy  
was in place.   
Such landmark political changes in the early 1990s increased 
popular expectations about greater equality and public participation, 
but despite some improvements in the economy, the living conditions 
of most people remained poor. Indeed, according to some analysts,  
deep-rooted socio-economic conditions that made the country 
susceptible to an internal conflict already existed in Nepal and 
precipitated the emergence of insurgency as a political device to 
“channel those longstanding grievances” (Mikesell, 1993). 
In 1995, the newly named Communist Party of Nepal (Maoist) 
(“CPN (Maoist)”) set the plans to launch an armed resistance, the 
so-called “People’s War”, against the government in power. In 1996, 
the CPN Maoist submitted a list of 40-point demands to the 
Government of Nepal which included a wide range of social, 
3) The Informal Sector Service Centre (INSEC), a leading human rights organisation 
in Nepal, recorded 13,236 people killed: INSEC Conflict Victim Profile (August 
2010), available from www.insec.org.np/victim/.
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economic and political agendas; then, it announced that a militant 
struggle would follow if those demands were not accepted by the 
government. A week later, on 13 February 1996, the CPN (Maoist) 
embarked on an armed rebellion against the official Nepalese 
government. 
Over the following decade, what started out as an insurgency 
in the rural area of Nepal turned into a full-fledged and entrenched 
armed conflict that plagued the whole country. Violence and abuses 
by both parties―Government Security Forces and by the CPN 
(Maoist)―devastated villages and cities as the conflict ensued; civil 
war–related deaths were reported in all but two of Nepal’s 73 out of 
75 districts. 
In addition to generating casualties and “missing” people, a 
vast number of people were directly or indirectly influenced by the 
war. Many households were displaced from their homes. Health, 
education and other basic public services were stalled due to 
large-scale disruptions by the conflict. Not surprisingly, economic 
hardships were further exacerbated (OHCHR, 2012) 
In this regard, several researches have been conducted to 
assess the economic costs of the decade-long armed conflict. Pradhan 
(2009), for instance, suggested that a sharp increase in government 
spending on defense and internal security against the Maoist 
insurgency caused a negative impact on Nepal’s economy. Yet, this 
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study only focused on quantitatively examining the correlation between 
defense spending and investment, but did not discuss how the civil 
war led to a decrease in official development aid, which had a 
significant association with economic development of Nepal, as shown 
above. 
Ra and Singh (2005), on the other hand, sought to assess the 
economic costs of Nepal’s civil war by primarily focusing on how 
internal conflict has an adverse impact on “development expenditure,” 
which in turn negatively affected other macroeconomic indicators of 
economic growth of the country.  
2.3. Review of Methodological Approaches
Now, we will take a closer look at the previous studies 
conducted to estimate the economic impacts of sanctions and the 
existing methodologies that have been used to assess those impacts. 
Many researchers have attempted to assess the impact of the 
sanctions on the economic development of the developing countries. 
A methodological approach that has been frequently used to 
examine “large-scale but infrequent interventions” is comparative case 
studies. However, a major weakness of this mainstream approach lies 
in the fact that the selection of the comparison units is not 
sufficiently formalized and thus relies on “vague statements of affinity 
between unaffected units and the set of comparison units” (Abadie, 
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2010, p. 2-3).   
Also, Giumelli and Ivan (2013) conducted comparative case 
studies to assess the impact of the EU sanctions by examining four 
different countries that had been classified as the target of EU’s 
sanctions policies. Specifically, the study found that the EU sanctions 
did not incur a critical damage to Myanmar’s economy, since the 
market leverage of EU had been not so significant, compared to that 
of the US or China. Meanwhile, the authors does raise an interesting 
concept, which seemingly echoes the underlying idea of the synthetic 
control method—the counterfactual: “the lack of investment 
opportunities that Myanmar suffered because of sanctions...deprives 
economies of wealth that they still do not have” (Giumelli and Ivan, 
2013).
On the other hand, some studies tried to assess the impact of 
sanctions by focusing on a particular sector, which is considered to 
have suffered most from the trade embargo implemented by the US 
and its allies. Kudo (2005), for instance, examined the impact of US 
sanctions on the Myanmar’s garment industry, based on the 
observations that the import ban damaged the garment industry most. 
Since reliable statistics on the industry were hardly available, the 
author tried to approximate the impact by examining patterns of the 
proxy indicators such as export value/volume, CMP charges, and 
Capacity Utilization.4) Similarly, one of the data analysis demonstrated 
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that Myanmar’s garment sector exported nearly half of its products to 
the US and more than 80% of US imports from Myanmar had been 
clothes (Kudo, 2005).  
Moreover, in case of methodologies used in studies on the 
economic effects of civil war, the aforementioned research conducted 
by Pradhan (2009) used a simple Harrod-Domar growth model to 
estimate the effect of the increase in defense spending on economic 
growth. Based on this methodological approach, he suggested that 
between 1996 and 2006, the opportunity cost of the conflict in terms 
of lost output is estimated to be about 3 percent of Nepal’s current 
GDP. 
To look at methodological aspect of another previously 
discussed study on the economic impact of internal conflict in Nepal, 
Ra and Singh (2005) applied the NMM (Nepal Macroeconomic 
Model), a medium-sized annual Keynesian model under three generic 
“scenarios”―no-conflict, conflict, and high conflict―to carry out the 
scenario analysis.5) There were 20 behavioral equations, and 17 
identities in the NMM. Of the 59 variables, 37 are endogenous and 
22 exogenous. Also, the authors selected five building blocks in the 
NMM: final demand, prices, credit and money, government, and the 
balance of payments blocks. The analysis assumed that a “shock”, 
4)  See Kudo (2005) for more detailed explanation about those indicators. 
5) See Ra, S. and C.Y. Rhee. 2005. Nepal Macroeconometric Model. NRM 
Working Paper Series No.1. Kathmandu: ADB.  
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such as a decline in development expenditure, affects the a country’s 
economy through the propagation mechanism across the 5 building 
blocks. In consideration of such shock, all the variables were designed 
to undergo a dynamic process until the economy found a new 
equilibrium with values for each endogenous variable. Given the 
baseline estimates of the NMM, the analysis estimated that 1% 
increase in development expenditure results in 1.57% increase in 
private fixed investment, 0.65% increase in public fixed investment, 
and 0.18% increase in public consumption. 
Overall, as you can see, most of the aforementioned studies 
based on existing methodologies, however, fall short of not only 
applying the equity concept but also providing a valid empirical 
evidence for estimating the magnitude of the economic impact via 
analyzing the volume of ODA. Then, the question remains about how 
we can estimate the size of the effects since it is quite challenging to 
infer “how the outcome of interest would have evolved in the 
affected country in the absence of the intervention” (Abadie, 2011, 
p.3). Indeed, the devastating effects of the civil war in Nepal plagued 
the entire country but it is difficult―almost implausible―to assess the 
aggregate impact of the economic-political incident. In a similar vein, 
attaining a country-level control unit to assess the macroeconomic 
effect of sanctions imposed on Myanmar during the seven-year long 
period has been deemed as a daunting task. With respect to these 
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shortcomings of existing inferential methods−especially traditional 
regression analysis, the synthetic control method can provide two 
important advantages: “transparency” and “safeguard” against 
extrapolation. Furthermore, As briefly mentioned above, the synthetic 
control analysis reflects the core idea of a counter-factual framework, 
which asks us to consider what would have happened if the condition 
contrary to the truth had been obtained. 
For instance, in their case study of the Basque country to 
estimate the economic costs of political conflicts, Abadie and 
Gardeazabal (2003) confirmed the difficulty of knowing “how 
economies would have evolved in absence of political conflicts”. In 
addition, when the units of observation are a small number of large 
entities, no single unit alone can provide a good comparison for the 
unit affected by the intervention.  
 In order to address such challenges, the synthetic control 
method (Abadie and Gardeazabal, 2003; Abadie, Diamond, an 
Hainmueller, 2010) have been devised and applied to several case 
studies in various settings, from terrorist conflicts in the Basque 
Country to Rwanda’s one-stop business registration, among others.6) In 
particular, the synthetic control method came up with an innovative 
approach to remedy the aforementioned difficulty of obtaining 
6) See Abadie and Gardeazabal (2003) on the relationship between terrorist
conflicts and GDP per capita; see Gathani et al. (2013) on the impact of
Rwanda’s one-stop business registration center.  
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sufficient degree of similarity between the affected and unaffected 
unit; through a linear combination of unaffected units often provides a 
more accurate comparison than any single unaffected unit by itself. 
The synthetic control methodology seeks to formalize the selection of 
the comparison units using a data driven procedure. 
This formalization—whose process will be explained 
step-by-step later in the application section−also paves a way for 
more precise quantitative inference in comparative case studies. In 
other words, the synthetic control methodology can serve as a quicker 
and cost-effective alternative “that can be applied to policy changes 
with aggregate country-level effects and easily replicated to similar 
policy changes in other countries“ (Gathani, Santini and Stoelinga; 
2013). As such, this innovative methodology will be applied to the 
aforementioned two different case studies of Myanmar and Nepal. 
III. Conceptual Framework 
Overall, equity principle provides a theoretical framework for 
considering the aid foregone due to certain political-historical incidents 
that this paper define as country-level indicators that call for needs 
assessment via analytical tools like synthetic control method. 
Ultimately, by doing so, this equity-based needs assessment should 
play a key role as one of  criteria for determining aid volume for the 
least developed countries―in the case of this paper, Myanmar and 
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Nepal. The following are my two propositions based on the second 
principle of equity, using empirical research method: 
Proposition 1: Based on the second principle of equity, the fact that 
Myanmar has experienced economic sanctions should be considered as 
a key indicator that needs assessment should be conducted in order 
to estimate the amount of aid “foregone”. Specifically, unfulfilled 
needs for aid during the period should be reflected on the subsequent 
aid allocation by donor countries. In particular, the South Korea 
should increase the amount of its ODA to Myanmar by the needs 
assessed through the synthetic control method.  
 
Proposition 2: Based on second principle of equity, the fact that 
Nepal has experienced civil war/internal conflict should be considered 
as a key indicator that needs assessment should be conducted in 
order to estimate the amount of aid “foregone”. Specifically, 
unfulfilled needs for aid during the period should be reflected on the 
subsequent aid allocation by donor countries. In particular, the South 
Korea should increase the amount of its ODA to Nepal by the needs 
assessed through the synthetic control method.   
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IV. Analysis: the Synthetic Control Method
As briefly mentioned above, it is necessary to discuss more in 
details the process of selecting the relevant data and using it to apply 
the synth to the case of each country’s economic sanctions. 
4.1. Myanmar 
Here, we intend to construct a “synthetic” Myanmar that 
mirrors the values of the economic development before the sanctions. 
In more “technical” terms, the synthetic Myanmar is made by the 
linear combination of the countries in the donor pool that most 
closely resemble Myanmar with regard to key country characteristics 
during the pre-sanction phase. Hence, in the following section, data 
and contextual requirements will be discussed along with the 
step-by-step explanation on how key properties of the relevant data 
can be factored into the process. 
The following provides a snapshot for the process of creating 
the synthetic control unit, starting from identifying the key variables 
to plotting the trends of the outcome variable for both the treated and 
synthetic comparison unit.  
The first step is to define the key variables of interest. In the 
context of this study, the outcome/response variable refers to net 
Official Development Assistance in constant 2012 USD. Indeed, there 
are many “variants” of net ODA depending on whether the monetary 
unit is set as constant or current; US dollars, local currency, or 
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PPP-based international dollars. Each version has some advantages and 
disadvantages, but since the synthetic control method is “data-driven 
process” and thus, the specific form of the outcome variable was 
determined more by the issue of data availability than by the distinct 
function. 
The next step pertains to identifying the time period over 
which the Root Mean Square Prediction Error (RSMPE) is minimized. 
Before getting into discussion about the actual process, it is helpful to 
grasp the time-related terms that input period refers to the 
pre-intervention period, which corresponds to pre-sanction phase from 
1999 to 2003. The data for the relevant indicators were available 
since 1999, so it is fair to say that the length of the pre-intervention 
period in this case was largely determined by the data availability.    
     Indeed, according to data and contextual requirements 
articulated by Abadie (2011, p. 4), in order to determine the proper 
input period, it is necessary to identify the period over which the 
difference between the actual Myanmar and synthetic one is 
minimized. Again, here you can see that the data availability serves 
as an ultimate determinant (or rather “constraint”) of the period. As 
an example, Abadie excluded the year 2010 and the impact of 
Rwanda’s second major reform package from the analysis because 
business registration data was not available for some of Rwanda’s 
comparison units—that is, countries in the donor pool. 
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In the third step, we have to select the predictor variables—
key characteristics that play an important role in determining the 
volume of ODA given and received by Myanmar. In case of 
Myanmar, the pool of predictors was quite limited due to a number 
of missing values in the dataset. I primarily used determinants of the 
country’s macroeconomic structure (eg. agriculture/industry/services, 
valued added in % of GDP), that is, sectoral composition, since the 
income level (GDP per capita) of a country is supposed to be one of 
principal factors in assessing the needs of a recipient country and 
determining aid allocation accordingly. In particular, agricultural sector 
has been a major source of income in Myanmar, so factoring 
agriculture, value added in % of GDP into constructing the Synthetic 
Myanmar was crucial.7) 
Furthermore, To consider the demographic dimension, I 
included net ODA per capita as predictor variable, which is also 
closely related to the total aid volume delivered to recipient countries. 
Net ODA in constant 2012 USD of a particular year—more precisely, 
the year right before the imposition of sanctions―was used to 
minimize the prediction error by constructing the synthetic unit that 
exhibits a similar trajectory of the dependent variable during 
pre-sanctions period. 
7) Industy, value added (% of GDP) was not included as predictor variable 
due to the data availability issue. 
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In another version of the Synthetic Myanmar in which case 
trade-related predictor variables have been used to construct the 
synthetic unit, export volume index and import volume index from the 
World Bank Database were included as predictor variables in order  
to reflect the basic yet fundamental effects of sanctions on trade 
dimension (World Bank, 2016). 
Lastly, we identify a pool of potential control countries from 
which the synthetic Myanmar is created—that is, the donor pool. We 
establish the donor pool using the three criteria. For example, the 
donor pool should consist of countries without the experience of 
sanctions. Thus, I excluded the countries who have been classified as 
the target of the sanctions imposed by at least one of the following 
three entities—UN, EU or the United States.8) Also, to prevent bias 
or “overfitting,” I filtered the countries by income-level on the World 
Bank’s database; as a result, only those that are classified as 
“low-income” or “lower-middle income” countries by the World Bank 
have been included as potential comparison units. The following two 
tables show averages of predictor variables during the pre-sanctions 
period for each country included in the donor pool, respectively.
8) These three entities (in case of US, the Department of Treasury) have 
been considered as major implementers of sanctions. Not surprisingly, 
their actions have had a significant impact on key diplomatic decisions 
(eg. whether to sustain their economic ties such as trading). 
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In this section, we will go through the synthetic-unit-building 
process similar to that of Myanmar. 
First of all, the variable of our interest in Nepal’s case is net 
ODA in current USD. Due to the decade-long civil war, the amount 
of aid received declined during the internal conflict. We will estimate 
the amount “foregone” by constructing the synthetic unit and compute 
the “gap” between the treated and synthetic units. 
Secondly, identifying the time period over which the Root 
Mean Square Prediction Error (RSMPE) is minimized. Before getting 
into discussion about the actual process, it is helpful to grasp the 
time-related terms that input period refers to the pre-intervention 
period, which corresponds to pre-sanction phase from 1991 to 1995. 
      Third step involves selecting a proper set of predictor 
variables. As in the case of Myanmar, I used agriculture, industry, 
services, value added in % of GDP respectively to factor sectoral 
distribution of Nepal into constructing its synthetic unit. Similarly, 
ODA per capita was used as a predictor variable to consider 
demographic characteristic with regard to the amount of ODA. In 
addition, GDP per capita in current USD was added to reflect the 
level of economic development of Nepal, which has a critical 
association with the aid volume.9) 
9) GDP per capita could not be used as one of predictor variables for Myanmar 
due to the limited data available. 
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Lastly, it is important to accurately identify the donor pool.  
In order to prevent bias, we first narrowed potential control units to 
countries classified as “low-income” and “low-middle income” by the 
World Bank. 
Next, I selected countries that have not experienced any civil 
war―an intervention of our interest―during the output period as 
defined above. Based on this criterion, some of the low-income 
countries have been dropped from the pool. Togo, for instance, was 
excluded due to its civil war. Sierra Leone was also ruled out due to 
its civil war which lasted from 1991 to 2002. Burundi also could not 
be a potential control unit for the Synthetic Nepal, because of its 
ethnic conflict since 1993. Chad did not become a part of the donor 
pool given its 2005-10 civil war. For similar reasons, Guinea-Bissau, 
Guinea, Somalia, Uganda, Zimbabwe, Tanzania, South Sudan, the 
Democratic Republic of Congo, Sri Lanka, Niger, Liberia, Ethiopia, 
and Mozambique have been excluded from the donor pool. 
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   <Table 6>
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This section will highlight some of the major results of the 
empirical analysis using the synthetic control. 
5.1. Myanmar: Economic Sanctions
5.1.1. Synthetic Myanmar Without Trade-Related Predictor Variables
The resulting “synthetic” counter-factual of Myanmar consists 
of the following countries from the donor pool: the Central African 
Republic (32.7%) + Nigeria (32.9%) + Togo (34.5%). Also, the Root 
Mean Square Prediction Error was approximately 2.85e+07, which is 
considered to be within a reasonable range of error, considering the 
fact that net ODA received in constant 2012 USD was used for 
prediction as the dependent variable. 
<Table 7> Predictor Balance 
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Period Year Synthetic Treated Gap 
Pre-Sanctions
1999           163,200,000 
       
114,000,000 
          
49,200,000 
2000           158,900,000 
       
147,000,000 
        
11,900,000 
2001           155,300,000 
       
187,000,000 
      
−31,700,000 
2002           200,300,000 
       
179,000,000 
        
21,300,000 
2003           176,000,000 
       
171,000,000 
          
5,000,000 
Sanctions
2004           293,200,000 
       
158,000,000 
      
135,200,000 
2005        2,420,000,000 
       
179,000,000 
     
2,241,000,000 
2006        4,294,000,000 
       
175,000,000 
     
4,119,000,000 
2007           762,900,000 
       
220,000,000 





2008           627,100,000 
       
561,000,000 
        
66,100,000 
2009           834,500,000 
       
383,000,000 
      
451,500,000 
2010           934,900,000 
       
376,000,000 
      
558,900,000 
Total 
(2004-2010) 　        10,166,600,000        2,052,000,000      8,114,600,000 
          (constant 2012 US$)
In conclusion, given the principle of “equity among recipient 
countries” and related indicator targeting approach, the total aid 
volume of the Synthetic Myanmar during the sanctions period 
represents the amount of ODA that the recipient country should have 
received since it corresponds to the actual needs of Myanmar without 
sanctions. The gap between the size of ODA treated unit received and 
what synthetic unit would have received, USD 8,114,600,000, provides 
an estimate for how much more should be given to Myanmar in 
order to ensure an “equitable” share of aid among priority countries 
in Asia (how to reflect such gap when determining the subsequent 
size of ODA will be examined in more details in “Discussion” 
section). 
5.1.2. Synthetic Myanmar With Trade-Related Predictor Variables 
The resulting “synthetic” counter-factual of Myanmar is made 
up of the following countries from the donor pool: Burundi (22%) + 
Sierra Leone (15.6%) + Solomon Islands (62.2%). Also, the Root 
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  <Table 5>
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Predictors Treated Synthetic 
 agriculture 55.87393 39.37558





  <Table 9>
Mean Square Prediction Error was approximately 1.62e+07. which can 
be also considered to be within a reasonable range of error, given 
that the net ODA received in its absolute amount (current USD) was 
used for the prediction as a dependent variable. In addition, the 
following table called “predictor balance” compares the averaged 
values of predictors for both treated and control unit, respectively and 
demonstrates estimates of similar magnitude. In other words, as shown 
in the table below, little notable difference has been observed among 
the treated and the synthetic units regarding the key determinants of a 
country’s economy. 
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Period Year Synthetic Treated Gap 
Pre-Sanctions
1999    52,768,380    81,100,000 - 28,331,620 
2000    91,303,980   106,000,000 - 14,696,020 
2001   119,700,000   126,000,000 -  6,300,000 
2002   114,200,000   119,000,000 -  4,800,000 
2003   140,600,000   125,000,000   15,600,000 




2005   257,300,000   145,000,000  112,300,000 
2006   282,200,000   146,000,000  136,200,000 
2007   345,100,000   196,000,000  149,100,000 
2008   314,500,000   534,000,000 -219,500,000 
2009   322,600,000   356,000,000 - 33,400,000 
2010   423,000,000   355,000,000   68,000,000 
Total 　 2,678,272,360 2,412,100,000  266,172,360 
In conclusion, the magnitude of the gap between the synthetic 
unit and treated unit regarding the aggregate amount of ODA received 
during the sanctions period is estimated to be 266,172,360 USD. The 
reversal in the trends of the synthetic and treated units during 
2008-2009 is likely to be due to the fact that in 2008 China provided 
an aid with the total amount of $4,365,419.57 (2009 USD) to 
Myanmar for emergency relief. To be more precise, in May 2008, 
China announced an additional 30 million Yuan donation for cyclone 
relief in Myanmar. This comes after previous donations from the 
Chinese government and Red Cross Society of China earlier in the 










5.2. Nepal: Civil War  
The resulting “synthetic” counter-factual of Nepal is made up 
of the following countries from the donor pool: Georgia (14.3%) + 
Ghana (27.4%) + India (0.3%) + Niger (49%) + Vietnam (9%). Also, 
the Root Mean Square Prediction Error was approximately 1.45e+07, 
which is also considered to be within a reasonable range of error, 
given that the net ODA received in its absolute amount (current 
USD) was used for the prediction as a dependent variable. In 
addition, the following table called “predictor balance” compares the 
averaged values of predictors for both treated and control unit, 
respectively and demonstrates estimates of similar magnitude. In other 
words, as shown in the table below, little notable difference has been 
observed among the treated and the synthetic units regarding the key 
determinants of a country’s economy. 
 <Table 11> Predictor Balance 
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  <Graph 6>
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Period Year Synthetic Treated Gap
Pre-
Civil War
1991  450,500,000  448,800,000    1,700,000 
1992  403,700,000  430,100,000 - 26,400,000 
1993  379,400,000  362,600,000   16,800,000 
1994  446,000,000  445,900,000      100,000 
1995  421,400,000  428,800,000 - 7,400,000  
Civil War
1996  435,700,000  388,500,000   47,200,000 
1997  427,900,000  401,900,000   26,000,000 
1998  476,000,000  400,800,000   75,200,000 
1999  426,200,000  348,400,000   77,800,000 
2000  446,000,000 386,100,000   59,900,000 
2001  478,200,000  389,700,000   88,500,000 
2002  500,700,000  342,500,000  158,200,000 
2003  699,100,000  466,600,000 232,500,000 
2004 870,300,000  425,100,000  445,200,000 
2005  790,800,000  424,100,000  366,700,000 
2006  828,500,000  526,600,000  301,900,000 
Total 




In conclusion, as pointed out in discussing the major results 
of Myanmar’s case, given the principle of “equity among recipient 
countries” and related indicator targeting approach, the total aid 
volume of the Synthetic Nepal during the civil war period represents 
the amount of ODA that the recipient country should have received 
since it corresponds to the actual needs of Nepal were it not for the 
decade-long internal conflict. In a similar vein, the gap between the 
size of ODA treated unit received and what synthetic unit would have 
received, USD 1,879,100,000 provides an estimate for how much 
more should be given to Nepal in order to ensure an “equitable” 
share of aid among Korea’s priority partner countries in Asia. 
The next section will primarily deal with two issues. First, we 
will briefly discuss the credibility of the results obtained from the 
synthetic control analysis by comparing the trends of net ODA 
received in other countries in the donor pool during the treatment 
period of Myanmar and Nepal, respectively. That is, we will see 
whether the trajectory of the net ODA projected by the synthetic unit 
in each case is reasonable, given that no other notable spikes or dips 
have been observed in other countries that are included in the donor 
pool and within geographical vicinity−since one of the primary 
criteria in shaping aid policies and related resource allocation is 
geographical location (in the context of this paper, that will be Asia). 
Secondly, a set of guidelines for how to reflect the estimated results 
- 48 -
regarding ODA and relevant policy implications will be discussed. 
VI. Discussion & Policy Recommendations
To check whether the trend of net ODA volume projected by 
the synthetic control unit is plausible, we will first examine the trend 
of net ODA received in other Asian countries from the donor pool of 
Myanmar: Bangladesh, Cambodia, Indonesia, Lao PDR, Nepal, 
Pakistan, and Philippines. More specifically, we would like to know 
whether getting the ODA volume higher than what Myanmar actually 
received as its synthetic unit has projected is possible (except for 
2008-2009 period when the aid volume actually received by Myanmar 
was higher than that of the synthetic unit due to the “external shock” 
explained above). In order to ascertain such plausibility, it is 
necessary to see whether the actual amounts of aid received by other 
Asian countries with similar country characteristics during Myanmar’s 
sanctions period generally display higher levels of aid volume. 
Admittedly, there are some ups and downs in the trajectory of each 
individual country, but the following graph suggests that overall, other 
Asian countries from the donor pool “actually” received higher levels 
of ODA than that of Myanmar. 
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<Graph 7>
In other words, this data trend indicates that donors could 
have given greater amount of ODA to Myanmar just as its synthetic 
unit predicts.10) Based on this idea, this paper has ultimately sought 
to assess the magnitude of the estimated difference between the 
treated and synthetic units. 
Likewise, we will take a look at whether the projection of aid 
volumes represented by “Synthetic” Nepal−whose values are 
consistently greater than what Nepal actually received during the civil 
war period−is plausible. In Nepal’s donor pool, there are six Asian 
10). Philippines shows a sharp decline during 2008, but except for that, it generally 
demonstrates higher levels of aid volume aid than that of what Myanmar 
received during the sanctions period. 
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<Graph 8>
countries: Bangladesh, Indonesia, Nepal, Pakistan, Philippines, and 
Vietnam. As in the case of Myanmar, the level of ODA received by 
those countries during the 1996-2006 period indicate that Nepal could 
have gotten larger volume of ODA during 1996-2006, were it not for 
the armed internal conflict, as the synthetic unit suggests.11) 
Another issue is how we can consider the principle of equity 
and needs measured through the synthetic control methodology when 
determining the aid volume in such a way that it can work to 
remedy the aid foregone (which could have contributed to Myanmar 
and Nepal’s economic growth as briefly discussed above).
11) Indonesia shows a sharp decline during 2004, but except for that, it generally 
demonstrates higher levels of aid volume aid than that of what Nepal received 
during the period of internal conflict.  
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Getting back to this paper’s more specific concern, we are 
interested in how this equity-based assessment using synthetic control 
method can subsequently serve as an important standard for Korean 
government and relevant agencies in estimating a fair and an equitable 
size of ODA for the least developed countries (LDCs) like Myanmar 
and Nepal. 
The strategic approach taken to reflect the gap estimated by 
the synthetic control method can be briefly described as follows: we 
will observe how much proportion of net ODA received by each 
country during the intervention period had been provided by the 
Republic of Korea. 
Then, I will use the observed annual proportions as a basis 
for how much of the aid “foregone” or the gap should be provided 
by Korean government’s bilateral aid (eg. adding the estimated aid 
volume to subsequent ODA allocation). Basically, we argue that the 
needs unfulfilled due to specific types of economic-political incidents 
should be fulfilled by donor countries based on proportional 
composition of the actual net ODA delivered by donors to Myanmar 
and Nepal, respectively. 
There are two important assumptions underlying the 
aforementioned estimation process and its policy implications. First, it 
is assumed that DAC donor countries have formulated their aid 
policies in such a way that they would fulfill the “gap” created by 
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sanctions or civil wars in a same proportion (%) as its aid volume 
during the intervention period accounted for, out of the total net ODA 
actually received by Myanmar during that phase. 
Also, it is assumed that other factors except sanctions or civil 
wars have not been considered in determining how much “unfulfilled 
needs” each DAC donor would or should provide. In this regard, 
under these assumptions, the following frameworks in tables serve as 
an equity-based normative mapping of “unfulfilled” aid needs to be 
delivered by each relevant donor country.   
Now, more specifically, the following sections will show how 
the aforementioned approach has been applied to each case study. 
6.1. Myanmar  
I examined the distribution of bilateral aid―in % of net ODA
―given to Myanmar by DAC donors during the sanctions period, 
2004-2010. Then, I induced the aid volume to be “covered” by Korea 
based on the proportion (%) of its ODA out of the total bilateral aid 
delivered to the recipient country during the intervention period. In 
more technical terms, the gap between aid volume of the synthetic 
unit and that of treated unit was multiplied by the percentage 
(proportion) estimated above. 
The following two tables summarize the process and results of 
the estimation. Specifically, <Table 13> shows the estimation of the 
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   <Table 13>
synthetic unit constructed without trade-related predictor variables, 
while, <Table 14> represents the estimation of the Synthetic Myanmar 





   <Table 15>
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6.2. Nepal 
Through the same estimation process, a total of 8,956,500 
USD was estimated as aid that should be provided additionally in 
subsequent ODA appropriation among the LDCs. The following table 
shows the needs for ODA that should be fulfilled by Korean 
government: 
6.3. Policy Recommendation
6.3.1. Overview of Current Aid Allocation Standards/Policies
In their report on Korea’s ODA for 2016, the Ministry of 
Foreign Affairs and the Ministry of Strategy and Finance−the two 
major Korean governmental entities in charge of aid policy-making−
and other related agencies laid out their key strategic approaches and 
standards for allocating financial resources of ODA. In particular, the 
guiding policies for Asia suggested a few key criteria on how to 
distribute ODA resources: demands for aid of recipient countries, 
prospects of economic cooperation, and aid effectiveness based on the 
development of particular sector(s) in recipient countries, among others 
(Committee for International Development Cooperation, 2015). 
Broadly speaking, the overarching framework for evaluating 
the aid policies—including whether the “adequate” amount of ODA 
has been delivered proper recipients―pertains to the following set of 
OECD DAC’s criteria: 
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Relevance 
The extent to which the aid activity is suited to 
the priorities and policies of the target group, 
recipient and donor. 
Effectiveness A measure of the extent to which an aid activity attains its objectives. 
Efficiency Efficiency measures the outputs—qualitative and quantitative— in relation to the inputs. 
Impact
The positive and negative changes produced by a 
development intervention, directly or indirectly, 
intended or unintended. 
Sustainability
Sustainability is concerned with measuring whether 
the benefits of an activity are likely to continue 
after donor funding has been withdrawn. 
    
 <Table 16>
            (OECD, DAC Quality Standards for Development Evaluation)
 
Yet, as mentioned in the beginning, those five criteria that 
have been frequently used to evaluate whether an adequate amount of 
aid has been given to different recipient countries, do not consider 
equity―to be more precise, the needs assessment based on th second 
principle of equity―as an important standard to ensure that countries 
with political-economic historical incidents that prevented them from 
receiving the “proper“ amount of aid corresponding to their needs, 
have received as much aid as they need.  
6.3.2. Current Aid Statuses of Myanmar and Nepal in Korea’s ODA
Based on 2013-2014 average provided by the OECD, the 













USD million (OECD, 2014): 
So, where does Myanmar and Nepal stand in terms of gross 
ODA in recent years? Specifically, Myanmar ranked 36th in 2011 
with approximately 4.8 million USD, while recording 32nd in 2012 
with USD 6 million. After major embargos on Myanmar got lifted, 
the country gradually opened itself up to international community and 
ODA to Myanmar has increased accordingly. Moreover, the upward 
trend is likely to continue since it has been predicted that the ranking 
will continue to go up to 21st and 18th in 2014 (Lee, 2015).
However, if we compare Myanmar’s aid volume among Asian 
recipient countries, despite the fact that it has been designated as one 
of Korea’s ODA priority partner countries in Asia, the country’s 
ranking has remained low. For instance, ODA received by Myanmar 
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ranked 15th in two consecutive fiscal years, 2011-2012. In addition, 
the ranking of Myanmar in 2013 went down to 12th, while its 
potential ranking in 2014 was lower than previous years―10th, 
recording one of the lowest raknings among those who have been 
recently selected as priority partner countries in Asia. 
Meanwhile, Nepal, a country located in the South Asia―one 
of the poorest regions of the world―is an important partner for Korea 
in development cooperation. While people in South Asia account for 
23% of the world’s population, GDP per capita of the region 
remained at the level of USD 1,402 as of 2011. 
As such, the region has been increasing in its priority as a 
recipient; South Korea, too, have designated Nepal as one of its 
priority partner countries in Asia as mentioned earlier. Also, Korean 
government have raised concerns about how to address the 
development needs of the recipient country. More specifically, the 
government and relevant ministries have pronounced that they will 
give more due consideration to specific country characteristics such as 
historical, geopolitical, and socio-cultural factors. Yet, the approach 
remains at program-level, mostly from the standpoint of aid program 
coordination and coherence.12) In a similar vein, even with greater 
emphasis placed on one of South Asia’s least developed countries, the 
12). See Country Partnership Strategy for the Government of Nepal 
2013-2015. 
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Year Grants Loans Total ODA
1987~1999 6.92 7.71 14.63
2000 1.08 1.25 2.33
2001 1.08 0.54 1.62
2002 1.69 0.44 2.13
2003 1.53 - 1.53
2004 1.68 - 1.68
2005 1.78 - 1.78
2006 2.04 - 2.04
2007 4.98 - 4.98
2008 5.25 -0.56 4.69
2009 3.99 14.08 18.07
2010 7.91 12.87 20.78
2011 11.67 9.3 20.97
2012 12.15 8.62 20.77
2013 16.77 0.32 17.09
<Table 18> 
amount of aid allocated to Nepal has fallen short of reflecting such 
increasing importance, even after years of giving no loans at all in 
the early 2000s, as shown in the table below. Not surprisingly, the 
level of ODA during that period−which overlaps with that of Nepal’s 
civil war−recorded one of lowest levels of aid given by Korean 
government to the recipient.  
                              (Million USD, OECD Stats)
More importantly, the Country Partnership Strategy for the 
Government of Nepal the level of aid will retain its current level for 
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the next fiscal years, considering the changes in the aid environment 
and the development needs of other South Asian countries. 
Given these considerations, policy implications of adopting the 
equity-based approach to needs assessment can be postulated as 
follows: First of all, changes in aid volume by considering needs 
assessed using the synthetic control method might affect Myanmar’s 
ranking(s) in terms of gross ODA USD in its post-sanctions period. 
Secondly, as for Nepal, based on the estimation presented above13), it 
is possible that some modifications to budget appropriations for 
Nepal’s ODA for 2016-2020 period might become necessary to reflect 
the “unfulfilled” needs during the civil war. Admittedly, th results 
obtained from the analysis of this paper might not drastically increase 
the amount of ODA given to Nepal, but it is critical to understand 
the importance of equity-based needs assessment, along with current 




In the arena of international aid, the rules of distribution 
mostly focuses on “aid effectiveness” or even when considering equity 
13). As mentioned above, the estimation process and results are intended to 
serve as more of normative framework, rather than actual policy mapping 
out of financial resources for ODA. 
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issue, donors are concerned with equity within those developing 
countries—that is, how those given resources are distributed to 
different social classes in the country. However, equity among 
countries has been barely regarded as one of principal criteria for the 
aid allocation mechanisms. In a similar vein, a recent study  designed 
to assess the incorporation of equity into donors’ aid policies and 
planning discovered that the concept is a “highly visible commitment” 
for donor countries, but that equity and related terms are used in a 
“vague” fashion, often quite “superficially or more as a ‘buzzword’” 
(O’Meara, 2008; Jones, 2009). Overall, the assessment revealed that 
the extent to which equity standard has been integrated into donors’ 
aid distribution systems is “shallow”; Indeed, specific frameworks and 
underlying rationales have been rarely addressed. Likewise, the 
analysis by Cling et al. (2005) regarding the 2006 World 
Development Report (on equity and development) points out that the 
institution’s report presents new concepts but falls short of proposing 
the concrete new policy frameworks based on those concepts and is 
“seemingly more of a review of operational knowledge than an 
attempt to draw on the concept of equity to forge a new policy 
agenda” (Jones, 2009).  
However, as the in-depth examination above demonstrate, 
along with the determinants of aid effectiveness as standards to target 
the proper amount of development assistance, the second principle of 
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equity should be considered in order to more accurately—and more 
legitimately―assess the needs of developing countries who suffered 
economic sanctions or civil wars—major deterrents for delivering and 
receiving ODA. In particular, needs assessment for those one of the 
worst-off developing countries becomes a critical task. To reemphasize 
the importance of needs assessment and how the second principle of 
equity provides a solid philosophical and political foundation for 
conducting such assessment, let me reiterate the words of Jones 
(2009) regarding the second principle of equity:
This [principle of equity] means distribution of necessary goods 
on the basis of people’s need, that is, proportional to the extent 
that they are missing them and nothing else. These are not things 
that should be ‘earned’ or ‘deserved’ through hard work, and 
lacking them can be seen as an outcome that is so bad that 
nobody deserves or merits it. 
 
As such, it is crucial to understand this equity principle in 
such a way that it indeed calls for more comprehensive yet discrete 
needs assessment. In this respect, we conducted the empirical analysis 
using synthetic control method and results clearly indicated higher 
level of net ODA that the two case countries would have received if 
they had not suffered from historical-political incidents−economic 
sanctions and civil war, respectively−that often serve as significant 
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obstacles to getting the necessary amount of aid. Specifically, in the 
case of Myanmar (whose synthetic unit is constructed without 
trade-related predictors) the gap between the size of ODA treated unit 
received and what synthetic unit would have received amounted to 
USD 8,114,600,000, while the gap between the synthetic unit and 
treated unit regarding the aggregate amount of ODA received during 
the sanctions period is estimated to be USD 266,172,360. In the case 
of Nepal, the gap between the size of ODA treated unit received and 
what synthetic unit would have received reached USD 1,879,100,000.
Based on these results of the analysis, this paper suggested 
some normative frameworks to estimate the amount of ODA 
“foregone” and how much of it has to be provided by South Korea 
as a DAC donor country. In the meantime, more practical guidelines 
and related standards will have to be developed by Korean 
government for its aid allocation system.  
Ultimately, the disparity in the level of aid diagnosed through 
needs assessment should be reflected when determining the aid 
volume for countries such as Myanmar and Nepal in subsequent 
years. Accurately capturing the needs (aid) foregone and reflecting 
them by incorporating the principle of equity will be critical in 




Abadie, A., Diamond, A., &Hainmueller, J. (2011b). Synth: An R 
package for synthetic control methods in comparative case 
studies. Journal of Statistical Software, 42(13), 1–17.
Abadie, A., & Gardeazabal, J. (2003). The Economic Costs of 
Conflict: A Case Study of the Basque Country. American 
Economic Review, 93, 113–132. 
Abadie, A. (2011). “Using Synthetic Controls to Evaluate an 
International Strategic Positioning Program in Uruguay: Feasibility, 
Data Requirements, and Methodological Aspects.” Inter-American 
Development 1, 1–19.
Andreasson, G. (2008). "Evaluating the effects of economic sanctions  
     against Burma." Lunds Universitet.
Baldwin, D. A., and R. A. Pape, (1998), “Evaluating economic     
    sanctions”, International Security, Vol. 23, No. 2, pp. 189–198. 
Barber, J. (1979), “Economic sanctions as a policy instrument”, 
    International Affairs, Vol. 55, No. 3, pp. 367–384.  
Bartlett, Bruce. (1997). “Trade Sanctions Normally Don't Work,” 
Detroit News, March 19, 1997. 
Branstetter, Lima, and Taylor, Venancio. 2010. “Do Entry Regulations  
    Deter Entrepreneurship and Job Creation? Evidence from Recent   
    Reforms in Portugal” NBER Working Paper 16473, October. 
Bünte, M., and C. Portela. (2012). “Myanmar: The beginning of   
    reforms and the end of sanctions”, GIGA Focus International,    
- 66 -
    03/2012, German Institute of Global and Area Studies. 
Carisch, E., and L. Rickard-Martin (2011), “Global Threats and the 
    Role of United Nations Sanctions”, International Policy Analysis 
– FES New York, Friedrich Ebert Stiftung, December. 
Cho, C.J., Choi, Y.J., and Song, Y.C. (2012). Key Development 
Needs of South Asia and Priority Sectors of Korean ODA. KIEP 
Research Paper No. Policy Analysis-12-38.  Available at SSRN: 
http://ssrn.com/abstract=2338327. 
Cling, J., D. Cogneau, J. Loup, J. Naudet, M. Razafindrakoto and F. 
Roubaud (2005). Development: A Question of Opportunity? A 
Critique of the 2006 World Development Report, Equity and 
Development. Paris: AFD. 
Cortright, David, and George A. Lopez. (2000). The Sanctions 
Decade: Assessing UN Strategies in the 1990s. Boulder, Colo.: 
Lynne Rienner.
Coyne, M. U.. (1981). Beyond Rules: Mapping the Normative. 
American Philosophical Quarterly, 18(4), 331–337. Retrieved from 
http://www.jstor.org/stable/20013931 
Davis, L., Engerman, S. (2003). History Lessons: Sanctions - Neither 
War nor Peace. The Journal of Economic Perspectives, 17(2), 
187-197. Retrieved from 
http://www.ingentaconnect.com/content/aeajep/2003/00000017/00000
0002/art00011
Donald L. Losman. (1997). “Good Intentions Gone Bad,” Washington 
Post, October 6, 1996.  
European Union. (2004). Official Journal of the European Union, 
- 67 -
L125/61, Council Common Position 2004/423/CFSP, 26 April 
2004.
Fearon, J.D. (1991). “Counterfactuals and Hypothesis Testing in 
Political Science.” World Politics. 43(2): 169-195. 
Gathani, S., Santini, M., &Stoelinga, D. (2013). “Innovative techniques 
to evaluate the Impact of private sector development reforms: An 
application to Rwanda and 11 other countries.”, World Bank 
Group. 
Giumelli, B. F., &Ivan, P. (2013). The effectiveness of EU sanctions, 
(November).
Hadar, Leon T. (1998). US Sanctions against Burma: A Failure on 
All Fronts, Cato Institute. Retrieved December 6, 2015, from 
http://www.cato.org/publications/trade-policy-analysis/us-sanctions-ag
ainst-burma-failure-all-fronts 
Hufbauer et al. (1990). Economic Sanctions Reconsidered, 2nd Edition. 
Washington, DC: Institute for International Economics. 
Hufbauer, Gary Clyde, Kimberly Elliot, Tess Cyrus and Elizabeth 
Winston. (1997). U.S. Economic Sanctions: Their Impact on 
Trade, Jobs and Wages. Institute for International Economics 
Working Paper. 
Hossein G. Askari et al. (2003). Case Studies of US Economic 
Sanctions: The Chinese, Cuban and Iranian Experience.
Johnson, Chalmers. (1982). MITI and the Japanese Miracle. Stanford, 
CA: Stanford University Press.
Jones, H. (2009). Equity in Development: Why it is Important and 
How to Achieve it? Working Paper Series No. 331. Overseas 
- 68 -
Development Institute. 
Jones, N., H. Jones and C. Walsh. (2008). Political Science? 
Strengthening Science - Policy Dialogue in Developing Countries 
. Working Paper 294. London: ODI. 
Lee, Suk-Won et al. (2015). Country Evaluation of South Korea’s 
ODA Program in Myanmar. Center For International Development 
Evaluation (CIDE), Seoul National University: Seoul. 
Lewis, David K. (1973). Counterfactuals. Cambridge: Harvard 
University Press.
Li, L. (2008). China offers further aid to Burma. Retrieved from 
https://global.factiva.com/aa/?ref=BBCMNF0020080508e4458001rx&
pp=1&fcpil=en&napc=S&sa_from=. 
Lin, T.C. (2008). China Increases Aid to Myanmar. Retrieved from    
https://global.factiva.com/aa/?ref=BRNAMA0020080509e4580005g&
pp=1&fcpil=en&napc=S&sa_from=. 
Mikesell, Stephen L. (1993). The Paradoxical Support of Nepal's Left 
    for Comrade Gonzalo. Himal: Kathmandu. 
Ministry of Foreign Affairs (South Korea) et al. (2012). Country  
    Partnership Strategy for the Government of Nepal 2013-2015. 
    Committee for International Development Cooperation. pp. 
    195-201. 
Ministry of Foreign Affairs (South Korea) et al. (2015). ‘16 
    International Development Master Plan. Committee for 
    International Development Cooperation. 
 National Association of Manufacturers, A Catalog of New U.S. 
    Unilateral Economic Sanctions for Foreign Policy Purposes,       
- 69 -
    1993-96 (Washington: NAM, March 1997), p. 1-2.
OECD Development Assistance Committee (DAC). (2012). Peer   
    Review 2012: Korea. OECD. 
OECD Development Assistance Committee (DAC). (2010). Quality   
    Standards for Development Evaluation. DAC Guidelines and   
    Reference Series. 
O’Meara, C. (2008). ‘Scoping Study of Donor Approaches to Equity’. 
    Mimeo. 
Pradhan, G. (2009). “Nepal’s Civil War and Its Economic Costs,”     
    Journal of International and Global Studies, 1(1), 114-131.
Reuters. (2014). Pakistan Taliban splinter group vows allegiance to   
    Islamic State. Retrieved 19 November 2014.
Riddell, Roger C. (2007). Does Foreign Aid Really Work? UK:    
    Oxford University Press. 225-230. 
Rubin, D.B. (1990). “Formal Modes of Statistical Inference for Causal  
    Effects.” Journal of Statistical Planning and Inference. 25: 
    279-292. 
Saluto, Richard. (1996). “Second Thoughts on Sanctions,” Asiaweek, 
August 9, 1996.
Score, E. F., Trend, F., &Comparisons, C. (2015). 38 46.9, 
    (September 2014), 2014–2015.
Toshihiro, K. (2005). The Impact of United States Sanctions on the 
Myanmar Garment Industry. 
United Nations Office of the High Commissioner for Human Rights. 
(2012). Nepal Conflict Report: Executive Summary. Geneva: the 
United Nations.  
- 70 -
US Department of Treasury. (2015). Sanctions List Countries. 
Retrieved from http://www.bscn.nl/sanctions-consulting/sanctions-list
    -countries.
Waldfogel, J., Economic Dimensions of Social Policy. Handbook of 
Social Policy. 2nd ed,  Ch. 3, 38–41. 
Weiner, E. (2007). Mending Ties: The United States and Vietnam. 
NPR News. June 21, 2007. Retrieved from 
    http://www.npr.org/templates/story/story.php?storyId=11258262.
World Bank. (2016). World Development Indicators. World DataBank: 
Washington, DC. Last Updated: 02/17/2016. 
